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analyzes consumer behavior and the 


prospective markets for consumer goods. 


The Survey Research Center of the University of Michigan 
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The Consumer Outlook for 1956 


nationwide sample interview survey on 

consumer attitudes made by the Survey 
Research Center of the University of Michi- 
gan in October, 1955, found no indications 
that consumer inclinations to buy would 
undergo any significant change during the 
next few months. Consumer confidence and 
expectations, after having improved greatly 
from early 1954 to June 1955, remained 
favorable during the last few months, but 
optimism did not increase further. While it 
appears that the current high rate of consumer 
spending will continue, the consumer sector 
cannot be counted upon to provide further 
impetus to the economy. 


Research on Consumer Behavior 


The Center is engaged in a continuous 
program of research on consumer behavior. 
Regarding consumer demand as a function 
of both ability and inclination to buy, the 
Center collects information in both areas. 
Consumers’ ability to buy is measured in 
January and February of each year by the 
Surveys of Consumer Finances which are con- 
ducted by the Center in cooperation with the 
Federal Reserve Board. 

Inclinations to buy need to be measured 
more frequently. A series of periodic surveys 
is therefore conducted, usually in June and 


About the Authors— 


Both authors are members of the staff of the 
Survey Research Center of the Institute for Social 
Research, in this University. Dr. Mueller is a Study 
Director; and Dr. Katona is Program Director, and 
also Professor of Psychology and of Economics. 
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October. These surveys are privately financed 
and are independent of the Surveys of Con- 
sumer Finances. They provide more detailed 
and more frequent data on consumer attitudes, 
expectations, and buying intentions. 

A major aim of the Center’s research in 
consumer behavior is to investigate the rela- 
tion of changes in attitudinal variables (con- 
sumer confidence, satisfaction, expectations) 
and financial variables (income, assets, debts, 
etc.) to changes in consumer spending and 
saving. The consumer actions in which the 
Center is primarily interested are major ex- 
penditures on durable goods and non-con- 
tractual forms of saving. Successive surveys 
undertaken in part to test these relationships 
also yield trend data which indicate how con- 
sumers’ perceptions of their own and the 
country’s economic situation have changed.* 


The Trend of Attitudes 


When a consumer says to an interviewer 
that he expects to buy a car early next year 
or that he expects business conditions to im- 
prove during the next twelve months—or when 
X per cent of all consumers make such state- 
ments—this should not be viewed as a predic- 
tion of things to come. Questions on these and 
many similar topics are asked to measure the 
American consumers’ current opinions and 
feelings. If consecutive surveys disclose that 
current economic attitudes differ significantly 
from those registered by other representative 


*A comprehensive report on changes in consumers’ 
attitudes and expectations during the years 1953 to 
1955 will be published by the Survey Research Cen- 
ter in a few months. 
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samples six and twelve months ago, we con- 
clude that current attitudes are more (or less) 
optimistic than the earlier ones. Such a con- 
clusion represents useful information for those 
who wish to make predictions about consumer 
demand, in conjunction with relevant informa- 
tion on changes in financial variables. 

To be sure, current consumer attitudes 
might undergo a change in the near future. 
Yet past experience indicates that consumer 
attitudes and expectations hardly ever change 
abruptly, except under the impact of major 
events which become widely known. It is com- 
monly understood, of course, that attitudes 
have no predictive value if, shortly after com- 
pletion of a survey, war unexpectedly breaks 
out. To a lesser extent the same is true of the 
impact of a substantial change in consumer 
credit terms or in the prices of major items 
such as automobiles—provided the change was 
not anticipated at the time of the survey and 
takes place shortly thereafter. 


The Predictive Value of 
Attitudinal Data 


One might take a very skeptical position 
and say that consumer attitudes are nothing 
but a reflection of current or past personal 
incomes. In that case attitudes should be very 
optimistic during this period of great pros- 
perity. But that information would have no 
value for forecasting purposes, since it would 
not contribute a new or independent variable 
to our analysis. 

A modified, but still skeptical, view of con- 
sumer attitudes is that they reflect the con- 
sumer’s total financial position and recent 
changes in it, rather than his income situation 
alone. The problem then would be how to 
combine the impact of changes in income, in 
debt, in liquid assets, in other savings, and 
in the stock of durable goods to arrive at a 
measure of change in consumer attitudes. This 
is a problem about which we know very little 
at present. For example, looking at recent in- 
creases in income and consumer debt, we do 
not know a priori whether these changes joint- 
ly should raise or lower consumer confidence 
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and willingness to buy, and by how much. 
At this stage of our knowledge, direct meas- 
urements of attitudes would be simpler and 
more reliable, even if this theory about the 
origin of attitudes were correct. 

It is our view, at the Survey Research 
Center, however, that the usefulness of atti- 
tudinal data for forecasting purposes goes 
much further. We believe that consumer 
attitudes are shaped by a variety of influences 
in the environment in addition to personal 
financial developments. Among these _influ- 
ences may be people’s notions about the 
economic situation in the nation, rumors of 
unemployment, fear of inflation, war or peace 
scares, a President’s illness—to mention only 
a few. The total impact of these changes in 
the environment on people’s willingness to 
spend their incomes cannot be inferred from 
past or current financial data. It can only be 
ascertained by direct measurements of atti- 
tudes. These propositions are at present being 
subjected to intensive tests in a research pro- 
ject financed by the Ford Foundation. 


The 1955 Surveys 


To find out what consumers feel, expect, 
and plan to do, the Center interviewed a cross- 
section of 2000 American families in all parts 
of the country in June 1955 and another 
sample of equal size in October 1955. Both 
samples were selected by probability methods. 
Respondents answered a variety of questions 
about their own financial situation, the nation- 
al business situation, price trends, and other 
market conditions. Many of these questions 
have been asked by the Center for a number 
of years. Past answers to identical questions 
provide a yardstick against which the present 
state of consumer sentiment can be measured. 
The 1955 surveys indicate that the prevailing 
prosperity has generated great optimism which 
will carry over into the near future. Consum- 
ers on the whole are aware of the great im- 
provement in American business conditions 
since the summer of 1954 and have revised 
their expectations upward. 

When as in 1955, past trends are continu- 
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ing, the forecaster may think that the study of 
consumer attitudes was superfluous. This is an 
incorrect conclusion. The relative importance 
of financial and other environmental determin- 
ants of attitudes varies from time to time. 
There have been several occasions in recent 
years when changes in attitudes have occurred 
independently of changes in personal incomes 
or in the rate of business activity. One such 
occasion was in 1949 when consumer confi- 
dence and buying plans remained high in the 
face of a business recession. Another was in 
1951 when consumer attitudes deteriorated, 
and the rate of spending declined, in a period 
of rising incomes and business activity. Be- 
tween mid-1954 and mid-1955 consumer ex- 
penditures have increased at a greater rate 
than disposable income; and this development 
was foreshadowed by a sharp increase of con- 
sumer inclinations to buy. To be sure, the 
autonomous actions by consumers have often 
been of short duration and sparked by so- 
called “special factors.” But every period has 
its special factors. And only after having ac- 
cess to data on consumer attitudes can one 
know whether extrapolation of past trends 
might have been relied upon for short-term 
forecasting. 


An Index of Changes in Attitudes 


Before presenting changes in particular 
attitudes, expectations, and intentions, we 
may ask whether it is possible to devise an 
index which integrates all the information 
obtained. The surveys contain approximately 
thirty questions, and the selection, weighting, 
and seasonal adjustment of the different atti- 
tudinal indicators represent a complex prob- 
lem. Moreover, some apparently useful meas- 
ures have been obtained only recently so that 
they are not available for a sufficient number 
of time points to permit incorporation into an 
index. 

On the other hand, some attitudes have 
hittle significance if considered in isolation 
while they contribute to the total picture. 
Therefore, on an experimental basis an index 
of eight attitudes has been calculated and is 
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presented in a chart which also contains data 
on the proportion of disposable income spent 
on durable goods. The chart indicates that 
consumer attitudes and spending on durable 
goods have had very similar movements in 
the recent past. 

The index facilitates comparisons of changes 
in consumer sentiments over time. Particularly 
crucial are comparisons with the winter of 
1952-53, when business activity reached a 
peak, and with recent surveys in October 1954 
and June 1955. 


October 1955 Findings 


According to the index consumer confidence 
and optimism grew from the fall of 1953 to 
June 1955, when it exceeded the 1952-53 
peak. Between June 1955 and October 1955 
optimistic attitudes persisted, but no further 
improvement occurred. When such economic 
indicators as the index of industrial produc- 
tion or of retail sales fail to register some 
growth over an extended period, economists 
have learned to regard this as a danger signal, 
even if the level of these indicators is high. 
We do not yet know whether lack of growth 
in optimism should also be viewed as a danger 
signal. There are no clear reasons why it 
should. In fact, since general business condi- 
tions have shown some further improvement 
from June to October, one might argue that 
the answer “During the next twelve months 
there will be no change in our situation” has 
a more favorable connotation now than in 
June. 

The chart depicts changes in the attitudes 
of all people as well as of that section of the 
population which has the greatest purchasing 
power—families with incomes of $5,000 or 
more. It has been found in many past surveys 
that the upper income groups are considerably 
more optimistic and confident than the less 
well-to-do. The chart compares changes in 
attitudes rather than their absolute level. We 
see that upper income families were somewhat 
more sensitive to the impact of the 1953-54 
recession than families in the lower income 
brackets. In 1954 and early 1955 the attitudes 


index of consumer attitudes 
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1953, 


1954 1955 


The index of consumer attitudes is an average of eight attitudes. They are: improvement in own financial 
situation, expected improvement in own financial situation, favorable one-year business outlook, favorable five- 
year business outlook, opinion that it is a good time to buy durable goods, favorable price expectations, plans 
to buy home, and plans to buy automobiles. In each case the formula “percentage of favorable responses minus 
percentage of unafvorable responses plus 100%” was used. Upper-income people are defined as having an 
annual family income before taxes of $5,000 and over. November-December 1952=100. 

Seasonally adjusted data on sales of consumer durable goods, taken from the Survey of Current Business, 
are expressed as a percentage of disposable income. Fourth quarter 1952=100. 


of both groups improved greatly, and became 
more favorable than at the 1952-53 peak. The 
improvement was more pronounced, however, 
for the lower and middle income groups than 
for families with incomes of $5,000 or more. 
It is still true that the well-to-do are more 
optimistic than people of moderate means; 
but the gap has narrowed during the past 
three years. The very small decline in the 
index for upper income families between June 
and October 1955 is not statistically signi- 
ficant. 

The indexes combine (and for the time be- 
ing give equal weight to) measurements of 
attitudes in four areas: people’s evaluation 
of their personal financial situation, their 
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opinions of the economic outlook for the na- 
tion, their appraisal of market conditions, 
and their buying plans. The levelling off of 
the combined index was brought about by 
small counter-balancing movements in the 
component series. 


National Economic Outlook 


Opinions regarding the economic outlook 
for the nation remained favorable. In October, 
71 per cent of all people, and 82 per cent of 
upper income people, expected that we would 
have good times during the next 12 months. 
When asked whether they thought times 
would be better than they are at present or 
worse, two-thirds of all people replied that 
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they saw no change ahead; 18 per cent ex- 
pected that times would become better, and 
7 per cent that they would become worse. 
These answers are practically unchanged 
from June and reflect widespread confidence 
in continuing prosperity. 

Last June evaluations of current conditions 
and one-year expectations had shown greater 
improvement than longer range expectations. 
Between June and October optimism that we 
would have good times during the next several 
years grew. 

In order to test the strength of people’s 
confidence in the business outlook, a question 
was asked which intentionally prompted peo- 
ple to express misgivings: “Do you happen to 
know about any unfavorable developments 
which may make the country’s business situa- 
tion worse? (What do you have in mind?).” 
Only a third of all people could name any 
unfavorable developments. The President’s 
illness, which occurred just prior to the sur- 
vey, and next year’s election were referred to 
by 14 per cent of people with incomes under 
$5,000 and by 22 per cent of upper income 
people. High consumer debts, low farm in- 
comes, inflation, speculation, or unemploy- 
ment, were mentioned by less than a fifth of 
people in the lower income brackets and about 
a fourth in the upper brackets. The fact that 
people in the upper income groups could men- 
tion more adverse economic factors than low- 
income people probably should be ascribed to 
their being better informed rather than to 
greater lack of confidence. On the whole, how- 
ever, such misgivings did not affect people’s 
optimistic outlook. The great majority of 
those who mentioned the President’s illness as 
a possible adverse factor did expect good 
times to prevail during the next twelve months. 


Personal Financial Situation 


People’s evaluation of their own financial 
circumstances did not change between June 
and October. In October, 36 per cent of fam- 
ilies reported that they were better off than a 
year ago compared with 22 per cent who said 
that they were worse off. The significance of 
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these figures can be fully understood only in 
the light of past answers to the same question. 
That comparison reveals that people’s reports 
on recent changes in their economic welfare 
are now more favorable than at any time since 
1946 when the question was first asked by 
the Center. Moreover, as in June 1955, it was 
found in October that 80 per cent of families 
expect to be as well or better off in another 


year. 
Price Expectations 

Opinions of buying conditions for house- 
hold goods and for cars have not changed 
since June and are far more favorable than in 
the winter of 1952-53. In the entire popula- 
tion the opinion that it is a “good time to 
buy” durable goods outweighs unfavorable 
appraisals by more than two to one. But be- 
tween June and October the proportion of 
upper income families who said that times are 
opportune for buying declined somewhat both 
for household goods and cars. 

The reasons which these people gave to 
support their opinions suggest that the decline 
in favorable appraisals was connected with 
their perception of price trends. The unfavor- 
able opinion that prices are “too high” for 
buying showed a slight increase compared 
with June, while the favorable opinion—that 
prices are reasonable, stable, or not too high— 
decreased in frequency. No corresponding 
change occurred between June and October in 
the opinions of lower and middle income 
families. 

Earlier surveys dedieced that satisfaction 
with “good buys” and discounts stimulated 
purchases in the past three years. Is this favor- 
able factor about to lose some of its force? 
It was found in June 1955 that the expecta- 
tion that prices of household goods and cars 
would rise somewhat had increased markedly 
since the end of 1954. Between June and 
October the percentage of people who antici- 
pated price advances rose further from 25 
per cent to 33 per cent for household goods 
and from 26 per cent to 37 per cent for cars. 
In 1954 the Center asked people who expected 


price increases—“Do you think this (expected 
price increase) is to the good or to the bad?” 
Two-thirds, answering from the consumer’s 
point of view, argued that price increases are 
bad. 

Expected price increases are commonly 
viewed as threats of reduction in one’s pur- 
chasing power. Nevertheless, it has frequently 
occurred during the past few years that price 
increases did not have any dampening effect 
on consumer demand. Whether price increases 
will reduce postponable purchases in the 
period ahead is a crucial question to which no 
definite answer can yet be given. 

Even though prices have been substantially 
stable for four years, concern with inflation 
still prevails. This summer the Center asked 
a sample of urban families what kinds of 
things they worry or are concerned about. 
They were shown a list which included such 
items as war with Russia or China, the cold 
war, inflation or an increase in the cost of 
living, too much government spending, unem- 
ployment, depression or recession in the near 
future, decline in business profits. People 
could indicate worry or concern about as many 
or as few of these items as they chose. It 
turned out that more people werried or were 
concerned about inflation or increases in the 
cost of living than about any other item on 
the list. Only 27 per cent of urban families 
said that they were not concerned about rising 
prices. 


Attitudes Toward Debts 


Some economic analysts fear that despite 
rising incomes and people’s satisfaction and 
confidence, the present high level of consumer 
debt may inhibit ability and willingness to 
make major purchases of cars or other durable 
goods during the coming year. 

While the October survey did not inves- 
tigate ability to buy or the distribution of 
consumer debt, it did contain questions de- 
signed to measure subjective reactions to the 
level of indebtedness. Those families who 
have some installment debt—roughly 45 per 
cent—were first asked whether they found 


it a hardship to make the required payments, 
About a fourth of these families said—‘“Yes, 
it is a hardship for us.” 

The remaining three-fourths were asked 
whether because of their debt they had to 
postpone buying other things. The answers fell 
into three categories which occurred with simi- 
lar frequency: (1) “Yes, our debts force us 
to postpone other purchases;” (2) “We al- 
ways spend carefully;” (3) “We are not both- 
ered by our debt payments.” It appears that 
the frequency of the answer, “It is a hard- 
ship,” is much more dependent on the level of 
family income than on the amount of debt. 
It was given by about 44 per cent of debtors 
with incomes under $3,000 but by only 13 
per cent with incomes of $5,000 or more. 

Postponement of purchases because of debt 
was reported by about one-fourth of debtors 
in the middle and upper income groups and 
again seemed to be little influenced by the size 
of the debt. 

These results are difficult to evaluate as yet 
since no earlier data are available which might 
serve as a basis for comparison. But in the 
aggregate, intentions to buy durable goods 
do not seem to be greatly affected by current 
debts. 


Buying Intentions 


Buying plans of consumers, the fourth com- 
ponent of our index, are at least as frequent 
now as they were in June 1955. Taken alone, 
expressed intentions to buy houses, cars, and 
household goods do not provide reliable pre- 
dictions of the volume of future sales. Whether 
or not these plans are carried out is contingent 
upon people’s ability to buy and the fulfill- 
ment of current expectations regarding their 
financial situation, business conditions in the 
country, and credit terms. 

Plans to buy houses are about as frequent 
now as in June and somewhat more frequent 
than a year ago. Despite a recent decline in 
new housing starts, this series foreshadows no 
decline in consumers’ intentions to purchase 
new and old homes. However, it may be that 
some pecple who expressed intentions to buy 
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a house are counting on easier credit terms 
than they will be able to obtain in the period 
ahead. 

Expressed intentions to buy automobiles 
also are at about the same level as in June 
1955. This series advanced sharply in 1954 
and reached a peak in October 1954, shortly 
before the introduction of the 1955 car models. 
The June and October 1955 figures fall short 
of the very high frequency registered in Octo- 
ber 1954 by a moderate margin. However, 


they still point to a level of sales which is 
high by pre-1955 standards. 

Plans to buy such durable household goods 
as refrigerators, stoves, washing machines, and 
television sets show a small (but statistically 
not significant) increase in frequency over 
June 1955 and are fully as frequent as in 
June or October 1954. The same is true of 
consumers’ plans to make major improve- 
ments or repairs on their homes. 


SELECTED MEASURES OF CONSUMER ATTITUDES, 1952-55 
(Percentage of American people expressing each opinion at survey date) 


A. Evaluation of Personal Financial Situations 


Present Situation Compared to Year Ago 


Expected Situation Next Year 


Date of Survey Better 


Off Now Same Uncertain Off Now 


Nov.—Dec. 1952 28% 50% 2% 


Sept.—Oct. 1953 26 47 . 3 
June, 1954 30 43 2 
October, 1954 30 42 1 
June, 1955 34 45 1 
October, 1955 36 41 1 


Worse Better Worse 
Off Then Same Uncertain Off Then 

20% * * * 

24 31% 40% 19% 10% 
25 31 47 13 9 

27 31 43 15 11 

20 37 41 16 6 

22 _ 36 44 15 5 


B. Expected Business Conditions in the Nation 


During Next Year 


During Next Five Years 


Good Pro-Con; Bad 
Times Uncertain Times 


Good Some Unem- Bad 
Times Uncertain ployment Times 


Nov-Dec. 1952 56% 38% 6% 36% 36% 14% 14% 
Sept.—Oct. 1953 47 34 19 28 26 14 32 
June, 1954 50 29 21 27 33 16 24 
October, 1954 54 30 16 30 34 17 19 
June, 1955 72 20 8 42 33 10 15 
October, 1955 71 21 8 43 34 13 10 
C. Appraisal of Market Conditions 
Opinions of Buying Conditions Expected Price Changes During 
For Large Household Goods The Coming Year 
Pro-Con; No 1 
Good Uncertain Bad Rise Change Uncertain Decline { 
Nov.-Dec. 1952 26% 34% 40% 6% 43% 28% 26% 
Sept. —Oct. 1953 36 26 38 14 50 9 27 j 
June, 1954 43 24 33 11 50 9 30 | 
October, 1954 45 27 28 12 53 5 30 
June, 1955 55 27 18 25 50 9 16 
October, 1955 55 26 19 33 44 12 11 


Not available 
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Sample Survey Questions 


The following are a few of the principal 
questions on which the survey results are 
based: 


“We are interested in how people are getting along 
financially these days. Would you say that you and 
your family are better off or worse off financially 
than you were a year ago? How is that?” 

“Now looking ahead—do you think that a year 
from now you people will be better off financially, or 
worse off, or just about the same as now?” 

“Now we shall be talking about conditions in the 
country as a whole—do you think that during the 
next twelve months we’ll have good times financially 
or bad times, or what?” 


“Looking ahead further, which would you say is 
more likely—that in the country as a whole we will 
have continuous good times during the next five years 
or so—or that we will have periods of widespread 
unemployment or depression, or what?” (If “don't 
know”) “On what does it depend in your opinion?” 

“Now about things people buy for their house—] 
mean furniture, house furnishings, refrigerators, stove, 
TV, and things like that. Do you think now is a good 
time or a bad time to buy such large household 
items ?” 

“What do you expect prices of household items and 
clothing will do during the next year or so—stay 
where they are, go up, or go down?” (If any change 
at all is mentioned) “Do you think that prices will be 
a lot higher (lower) or only a little higher (lower) 
next year?” 


SUMMER INSTITUTE IN SURVEY RESEARCH TECHNIQUES 


For the ninth consecutive year, the Survey Research Center of the University of 
Michigan will hold its Annual Summer Institute in Survey Research Techniques. 

This special program is designed to illustrate the theory and application of survey 
research to such fields as business and human relations, psychology and sociology, politi- 
cal behavior, public affairs, public health, economics, statistics, etc. Again this year a 
special workshop will be offered in the practical application of survey research methods 
to these individual fields. The dates for the regular session are July 23 to August 18, 
with introductory courses offered from June 25 to July 20. For further information 
please write to the Survey Research Center, University of Michigan, Ann Arbor, Michigan. 
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parliamentary procedures; but large ones do. 


| Small, informal meetings may not need 


The Large Group Meeting: 
Parliamentary Procedure 


N recent years much attention has been 

focused on the processes of decision-making 
in small, informal groups. While the import- 
ance of leadership and participation skills in 
the conference or discussion situation should 
not be depreciated, nevertheless, there remain 
a great many occasions calling for a more 
formal set of rules of procedure to expedite 
the decision-making process. On these occa- 
sions, the established rules of parliamentary 
procedure are called into operation. 

Parliamentary procedure rules are as old as 
democratic legislative bodies. The rules of 
procedure normally followed by business, pro- 
fessional, and social organizations today are 
rules adapted from congressional and legisla- 
tive rules. The rules of order with which we 
are familiar have developed to serve at least 
the following four purposes: 

1. To maintain order in a group; 

2. To expedite the handling of business; 

3. To guarantee the triumph of the will of 

the majority; 
4. To protect the rights of minorities in a 
group. 

By the use of a set of pre-determined rules, 

each member of a group is in a position to 


About the Author— 


An expert on parliamentary law, Dr. Miller is As- 
sociate Professor of Speech in this University, and 
also is Assistant Director of the Summer Session. He 
is co-author, with William Sattler, of the recent book, 
—_— and Conference, published by Prentice- 
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N. Edd Miller 


know something about the procedures to be 
followed in the enactment of business, the 
methods available for securing a fair hearing 
on any item of business, and the ways of 
defending the rights of individuals in the 
group. It is especially important that the 
chairman understand these matters thor- 
oughly. 


When To Use Parliamentary 
Procedure 


It would be absurd to say that formal rules 
of procedure should be followed in all meet- 


ings for all groups. Generally, there are three 


types of situations where the use of formal 
parliamentary procedure may be considered 
desirable. 

1. When the group is large, it is necessary 
to use a set of pre-determined rules of proce- 
dure. In a group of five or six people, formal 
rules may not be necessary—every member of 
the group can communicate easily with the 
other members; debate and discussion on sub- 
stantive matters usually takes place easily in 
a free flow of talking; agreement or disagree- 
ment on a matter before the group can be 
readily ascertained, often without the neces- 
sity for formal voting. In other words, it may 
be easier in a small group to operate under no 
formal set of rules, or, at most, to allow the 
group to create its own rules of procedure as 
it considers matters. 

But when an item of business is presented 
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to a group of fifty, seventy-five, a hundred 
people, or more, it becomes evident that a 
common, understood set of rules of procedure 
is needed. Without such a set of rules, com- 
munication among the members of the group 
is apt to be impossible, debate and discussion 
cannot easily take place, and it is difficult for 
the group to reach decisions. 

2. Rules of parliamentary procedure should 
be used also where the degree of legal or rep- 
resentational responsibility of the group is 
great. In other words, any group which repre- 
sents a constituency of some sort (for ex- 
ample, any legislative group, city councils, 
many executive committees of organizations, 
boards of directors, etc.) should follow a 
formal set of rules of procedure. Then, con- 
stituents are able to know the voting record 
of their representatives and able to find out 
about the disposition of business presented 
to the group. 

In addition, where the group’s decision is 
apt to make itself or a larger group which it 
may represent party to a situation which may 
have legal standing (for example, the purchase 
of property), then formal rules of procedure 
should be followed. 

3. Finally, where the long established tradi- 
tion of the organization has been to use a 
formal set of rules of procedure, it may be 
unwise to discard this traditional, and pre- 
sumably, satisfactory method of handling 
business. 

Recognizing, then, the legitimate purposes 
of parliamentary procedure and the occasions 
when its use is desirable, let us consider now 
some of the particular rules of procedure in 
the conduct of a formal meeting. 


Order of Business and the Agenda 


The following seven steps represent the 
fairly well standardized order of business in 
a meeting: 

1. Call to order 
2. Reading of minutes of previous meeting 
3. Reports of officers and committees 

a. Officers 

b. Standing Committees 

c. Special Committees 
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4. Unfinished business 
5. New business 

6. Announcements 

7. Adjournment 


An agenda is simply an amplification of 
this order of business. The agenda would in- 
clude, for example, under “Reports of officers 
and committees” exactly which officers and 
committees are scheduled for reports. In the 
same manner, unfinished business, new busi- 
ness, and announcements, insofar as they are 
known before the meeting begins, would be 
itemized. 

It can be seen that an agenda of this sort 
would be extremely useful to a chairman. 
Indeed, a chairman should always prepare 
such an agenda before the meeting. In many 
groups, copies of the agenda are prepared far 
enough in advance to be distributed to all 
members of the group. This practice is a 
highly desirable one. 


Rules of Procedure 


We turn our attention now to the set of 
motions which govern the procedure in most 
business meetings. These commonly used mo- 
tions will be considered first from the stand- 
point of the purpose of the motion and then 
from the standpoint of the precedence of 
motions in a meeting.’ 

1. According to the purpose of the motion. 
Considered this way, motions may be grouped 
into five categories. 

a. Concerning business. Certain motions are 
used as vehicles for the conduct of the busi- 
ness of the group. Thus, a main motion or 
resolution which states an item of new busi- 
ness would fall in this category. Amendments 
to the motion, since they too are substantive, 
would be considered motions for the conduct 
of business. Motions designed to call back 
before the group any business which it has 
already considered in some fashion would be 
motions for the conduct of business. Thus a 


1 Any standard reference work on _ parliamentary 
procedure will give a complete discussion of these 
motions. The most widely used authoritative source 
probably is, Henry M. Robert, Robert’s Rules of 
Order, Revised (Seventy-fifth Anniversary Edition) ; 
Chicago; Scott, Foresman and Company; 1951. 
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motion to take from the table, a motion to 
reconsider, a motion to rescind, or a motion 
making an item a special order of business, 
all deal directly with the conduct of the 
business of the group. 

b. Concerning motions. The most usual way 
of disposing of an item of business is to vote 
on it. But sometimes the group prefers dis- 
posing of a motion by laying it on the table, 
postponing consideration of the motion to a 
definite future time, referring the motion to a 
committee, or postponing consideration indefi- 
nitely. Or the group may prefer taking no 
action of any kind on a motion and an objec- 
tion then may be made to the consideration 
of the motion, or the motion may be with- 
drawn. 

c. Concerning debate. Some motions deal 
with matters of procedure centering around 
the discussion and debate of business. Gener- 
ally, these motions concern themselves with 
either limiting or extending the usual periods 
of debate. Most frequently used motions of 
this type are the motion on the previous ques- 
tion, a motion closing nominations, a motion 
limiting debate, or a motion suspending the 
rules. 

d. Concerning members. There are several 
motions which deal with the rights and privi- 
leges of the members of the group. Most 
frequently used of these are questions of privi- 
lege, questions of order, appeals from the 
decision of the chair, parliamentary inquiries, 
requests for information. 

e. Concerning the meeting. Some motions 
deal with the status of the meeting itself. 
Among these are the motions to fix the time 
and place of the next meeting, to adjourn, to 
recess, and to form a committee of the whole. 

The following table lists the twenty-five 
motions just referred to and supplies essential 
information about them. Column 1 lists the 
motion; column 2 shows whether or not the 
motion needs to be seconded before debate; 
column 3 shows whether or not the motion 
may be amended; column 4 indicates whether 
or not the motion may be debated; column 5 
shows how a decision is reached on the motion 
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—through a majority vote, a #4 majority 
vote, or by decision of the chairman (“Ch.”) ; 
and column 6 tells whether or not the making 
of the motion may interrupt another speaker 
while he is talking. 

2. According to precedence of the motion. 
These same motions may now be listed accord- 
ing to the priority of action which each has in 
a meeting. When two or more motions are 
introduced and before the group, the following 
list of motions will show the order in which 
they are to be acted on. The motion appearing 
highest in the list is acted on first: 

Privileged motions: 
Fix time of next meeting 
Adjourn 
Recess 
Question of privilege 
Subsidiary motions: 
Lay on the table 
Previous question 
Limit debate 
Postpone to a certain time 
Refer to a committee 
Committee of the whole 
Amend 
Postpone indefinitely 
Main motions (these have no set order of 
precedence) : 
Main motion for general business 
Take from the table 
Reconsider 
Rescind 
Make special order of business 
Incidental motions (these have no set order of 
precedence) : 
Question of order 
Question of privilege 
Appeal from decision of chair 
Suspend the rules 
Object to consideration 
Parliamentary inquiry 
Request for information 
Withdraw a motion 


Chairing a Meeting 


A good chairman has a thorough knowledge 
of the rules of procedure. The outline of the 
basic and most frequently used motions that 
we have just discussed should serve as a start- 
ing point for his command of the rules of par- 
liamentary procedure. In addition, he would 


TABLE OF FREQUENTLY USED MOTIONS 


(1) (2) (3) (4) (S) (6) 
Motion Second ? Amendable ? Debatable? Vote? Interrupt ? 
A. Concerning Business 

1. Main motion Yes Yes Yes Maj. No 

2. Amend Yes Yes Yes Maj. No 

3. Take from table Yes No No Maj. No 

4. Reconsider Yes No Yes* Maj. Yes 

5. Rescind Yes Yes — Yes x% No 

6. Make special order Yes Yes Yes % No 
B. Concerning motions 

1. Lay on table Yes No No Maj. No 

2. Postpone to a 

certain time Yes Yes Yes Maj. No 

3. Refer Yes Yes Yes Maj. No 

4. Postpone indefinitely Yes No Yes Maj. No 

5. Object to consideration No No No % Yes 

6. Withdraw a motion No No No Maj. No 
C. Concerning debate 

1. Previous question Yes No No x% No 

2. Close nominations Yes No No x No 

3. Limit debate Yes Yes No % No 

4. Suspend rules Yes No No x% No 
D. Concerning members 

1. Question of privilege No No No Ch. Yes 

2. Question of order No No No Ch. Yes 

3. Appeal from 

decision of chair Yes No No* Maj. Yes 

4. Parliamentary inquiry No No No Ch. Yes 

5. Request for information No No No Ch. Yes 
E. Concerning the meeting 

1. Fix time of next meeting Yes Yes No Maj. No 

2. Adjourn Yes No No Maj. No 

3. Recess Yes Yes No Maj. No 

4. Committee of the whole Yes Yes Yes Maj. Yes 


* Generally true, but with exceptions. 


know that for proper conduct of a meeting nize, in so far as possible, speakers on opposite 
certain other rules might well be followed.” sides of the question alternately. 
1. Speakers should stand, address the chair, 4. In calling for a vote, opportunity should 
and be recognized before starting to talk. be given to everyone to vote. Hence, even 
2. A motion should be re-stated before a though it appears that the “ayes” have an 
vote is taken, in order to be sure that every- overwhelming majority, the chairman should 
one knows precisely what he is voting on. still call for the “no” votes. In addition, he 
3. In a debate, the chairman should recog- should know that no one is forced to vote: 
Of sez the time of a vote are: “aye,” “no,” or pres- 


onference; New York; Prentice- , Inc.; . 
1954, Chapter 18. (Continued on page 32) 


12 


Michigan Business Review 3 ! 


A penetrating examination of the 
stated advantages of stock splits. 


How Good Are The Reasons 


for Stock Splits? 


ALF a century ago almost all leading 

stocks had a par value of $100 a share. In 
those days the affairs of corporations were 
carefully guarded secrets, and non-profession- 
als who bought stock were known as “lambs.” 
Now and then a large corporation would 
startle the financial world by “cutting a mel- 
on.” Cutting a melon meant distributing to 
stockholders an unusually large cash dividend, 
or a stock dividend, either of shares of the 
parent company or the shares of some other 
company that had been owned by the parent 
company. 

Stock splits were few in number. The ele- 
ment of surprise was the principal feature of 
such distributions as were made. Although 
stockholders thought they had been enriched 
by the generosity of the corporation directors, 
they were not, in fact, any better off after the 
distribution than they had been before. 

Holders of corporate common stock have 
an equity in the assets of the corporation. 
A large block of cash paid out merely trans- 
fers some of the assets to share owners. 
Possession of the cash, it is true, gives the 
stockholder an opportunity to do with the 
money as he likes. If he spends it, his wealth 
has been depleted. If he reinvests it, he en- 
trusts his capital to some other group of 
managers. In many cases the money might 
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just as well have been left in the original 
company. When the distribution is in shares 
of stock the holder has a greater number of 
shares, but the value of each share has been 
diluted without changing his equity in the 
corporation’s assets. 

Difference Between Stock Dividends 

and Stock Splits 

A stock dividend implies that a bookkeeping 
transaction has transferred surplus to capital 
stock account but the par or stated value of 
each share has not been changed. A stock split 
differs from a stock dividend in this respect: 
it means that the par or stated value of each 
share has been reduced. The capital stock 
account of the corporation remains unchanged, 
although the number of shares has been multi- 
plied. In case of a two-for-one split the par 
may be reduced from $50 to $25 a share. Ina 
recent three-for-one split of General Motors 
the par value which had been $5 a share was 
reduced to $134 a share. After the split each 
stockholder had three times as many shares 
registered in his name, although his equity 
in the corporations’ assets had not been in- 
creased. 


Stock Splits 

Today stock splits are very common. Finan- 
cial writers no longer refer to them as “melon 
cutting.” It is taken for granted that com- 
panies which have plowed back a large per- 
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centage of their earnings year after year in 
order to provide for plant expansion have 
increased the equity of shareholders. Increased 
capital investment, when properly managed, 
increases corporation income in which stock- 
holders are entitled to share. When dividends 
are increased the investment demand for a 
stock increases and the price rises. 

More corporations split their stock in the 
year 1955 than in any earlier year. The past 
year was a boom year in business and in stock 
prices. Frequent comparison is made with the 
year 1929. One point of similarity is that 1929 
ended a decade following a great world war, 
just as 1955 ended a decade following another 
great war. A comparison of the stock splits in 
the respective decades is given in Table I. 


TABLE I 
STOCK SPLITS 1921-30 AND 1946-55 
Number of! Number of? 
splits splits 

Year 1921-30 Year 1946-55 
1921 2 1946 74 

1922 14 1947 48 

1923 17 1948 30 
1924 12 1949 17 
1925 14 1950 33 

1926 23 1951 49 
1927 17 1952 35 
1928 22 1953 23 
1929 38 1954 34 

1930 15 1955 80 (app.) 3 
Total 174 Total 423 


1 Dewing—Financial Policies of Corporations, p. 34. 
2 Magazine of Wall Street, Oct. 1, 1955. 
3 Investors Reader, Oct. 19, 1955. 


The Stated Advantages of Stock Splits 


As already pointed out, a stockholder is no 
better off after a split than he was before. 
However, corporations are supposed to gain 
a few advantages in splitting their shares. 

1. It is believed that high priced shares fall 
more rapidly in price during a recession in the 
security markets. 

2. Investors prefer a greater number of low 
priced shares to a more limited number of high 
priced shares, although the market value of 
the total investment may be the same. 

3. Price is a function of dividend rates. As 
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earnings rise and dividends increase the de- 
mand for a stock causes its price to rise until 
it is out of reach of the investor who thinks 
he can afford to buy only low priced shares, 
A split in the price will put a stock within 
reach of the small investor. 

4. Lower priced stocks are more widely 
distributed, bring in more stockholders, spread 
goodwill toward the corporation, and aid in 
increasing the sale of its products. 

5. The more diffused the ownership, the 
more difficult it is for any clique to gain 
control of the company. 

6. Increased earnings distribution is less 
likely to cause adverse criticism if the dividend 
rate per share is a modest amount. 

7. Hundred share lots can be acquired for 
a smaller investment of money, thus enabling 
the purchaser with limited savings to avoid 
odd-lot brokerage charges. 

8. When a corporation offers additional 
shares at a low price on a privileged subscrip- 
tion, stockholders are likely to take their full 
allotment of shares. 

9. The investment value of a corporation 
(number of shares outstanding times market 
price per share) is greater if shares have a 
lower rather than a higher price. 

10. Investors generally bid up the price of 
a stock in anticipation of a split, or the price 
advances immediately after the split because 
the dividend usually is increased. 

Stabilizing Prices 

The behavior of investors and of stock 
prices may prove or disprove or at least throw 
some doubt on the claims that stock splits are 
advantageous to a corporation. What of the 
belief that low priced shares generally are 
more stable than high priced shares? 

A 10 point drop in a $200 stock bears the 
same ratio to price as a 2 point drop in a 
$20 share, but it is probable that a 10 point 
drop is much more disturbing to public confi- 
dence than a 2 point drop. Then, too, it is 
supposed that the highest priced stocks have 
fewer followers than low priced shares. It 
might be expected then that supporting orders 
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are fewer and, therefore, a high priced stock 
will fall farther before it hits support than a 
low price stock will fall. This supposition is 
not borne out in the violent market drop of 
September 26, 1955. On that day Dow-Jones 
average fell 31.89 points or 6.54%. A few 
stocks selling above $200 performed as fol- 
lows: 

High Close Loss Percent. 


Du Pont $230 $215 $15 6.52 
International 

Business Machines 418 394 24 5.74 
Reynolds Metals 288 266 22 7.64 
U. S. Gypsum 315 282 33 10.47 


On the same day the four most active stocks 
priced under 50 showed the following record: 
High Close Loss Percent. 
New York Central $48 $44 $4 833 
Pennsylvania Railroad 27 25 2 #741 
Radio Corporation 50 83s 45 5 10.00 
Republic Steel 53 48 5 943 
The foregoing is a very small sample, but 
for what it is worth it does not bear out the 
theory that high priced stocks fall farther 
percentagewise than low priced stocks. At any 
rate it throws a shadow of doubt on the first 
argument for stock splits. 


Increasing the Number of 
Stockholders 


Do low priced shares find their way into the 
strdng boxes of a greater number of persons 
than high priced shares? Does a stock split 
bring more stockholders into a corporation? 
In many corporations the number of stock- 
holders has increased after a division of 
shares. An interesting case is that of National 
Dairy Products Company. For five successive 
years before a stock split in September, 1954, 
the number of stockholders had decreased. At 
the close of 1949 the company reported 66,764 
holders of common stock; at the close of 1953 
the number reported was 62,318. A split of two 
shares for one in the fall of 1954 apparently 
checked the decline in the number of share- 
holders. At the end of 1954 the company 
reported 63,177 common stockholders, an in- 
crease of 859 over the preceding year. A more 
convincing example is that of Bethlehem Steel 
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Corporation. Table II shows the growth of 
the family of stockholders over a period of 
years, both before and after a stock split of 
three-for-one December 30, 1947. 


TABLE II 


BETHLEHEM STEEL COMPANY 
COMMON STOCKHOLDERS 


No. of! Price? Rate of? 
Year Stockholders Range Dividend 
High Low 

1942 49,534 $66 $49 $6 
1943 50,957 69 54 6 
1944 52,316 66 56 6 
1945 53,438 98 65 6 
1946 55,404 114 85 6 
1947 57,158 105 76 6 
Stock split 
1948 64,127 39 30 2.40 
1949 74,876 33 23 2.40 
1950 75,972 49 30 4.10 
1951 78,670 60 46 4.00 
1952 83,766 55 46 4.00 
1953 86,191 57 44 4.00 
1954 82,762 111 50 5.75 

1 Annual reports of Company. 

2 Moody’s Manual of Industrials. 


There appears to have been an increased 
demand for the shares after the stock split 
notwithstanding a reduction in dividend from 
$6.00 a share to the equivalent of $4.80 a 
share in the years 1948 and 1949. 

Keeping Price Within Reach 
of Small Investors 

If it is true that more investors will buy low 
priced than high priced stocks, a growing 
company should take steps to keep the price 
of its shares from increasing in the same ratio 
as the increase in earnings and dividends. 
When the dividend is doubled the price of 
the stock may be expected to increase in 
somewhat the same proportion. In an invest- 
ment market such as has prevailed in the past 
few years, when the percentage yield on com- 
mon stocks at prevailing prices has been 
steadily falling, the price of a stock may be 
expected to have increased at a more rapid 
rate than the increase in dividends. This is 
true in some cases, but not in all. Consider 


General Motors, for example. In 1947 General 
Motors paid $3.00 a share. The high for the 
stock in that year was 65, at which price the 
yield was 4.6 per cent. In 1954 the dividend 
was $5.00 a share, the high for the year was 
98, and the yield was slightly over 5 per cent. 

General Motors stock was split two-for-one 
in 1950. The 1954 high price of 98 would 
have been equivalent to a price of 196 had 
the stock not been split. The latter price might 
be presumed to put the stock out of reach of 
small investors. Whether it was the relatively 
lower price or the much higher dividends, one 
influence or another greatly accelerated the 
rate of increase in the number of stockholders. 
Table III shows the increase in stockholders 
from year to year over an eleven-year period, 
as well as the changes in dividend rates and 
price range of the stock. 


TABLE III 


GENERAL MOTORS CORPORATION 
COMMON STOCKHOLDERS 


No. of! Price? Rate of} 
Year Stockholders Range Dividend 
High Low 


1944 402,155 $66 $51 $3.00 
1945 401,845 77 62 3.00 
1946 408,408 80 47 2.25 
1947 405,763 65 51 3.00 
1948 403,198 66 50 4.50 
1949 402,970 72 51 8.00 
1950 426,872 54 43 9.50 
1951 451,635 54 46 4.00 
1952 459,210 69 50 4.00 
1953 466,155 67 53 4.00 
1954 482,124 98 58 5.00 
1 Moody’s Manual of Industrials. 


In the five-year period 1944-49 the number 
of stockholders increased a small fraction of 
one per cent, but after the stock split in 1950 
the increase was 21 per cent. The increase in 
dividends rather than the split price of the 
stock may account for the more rapid increase 
in the number of stockholders. 

Another factor that may account for the 
greater number of stockholders in this and 
other companies listed on the major stock 
exchanges has been the studied effort of stock 
exchanges to explain the investment advant- 


ages of common stocks. It is reasonable to 
suppose that the campaign has brought some 
new investors into the market. Again the gen- 
eral prosperity of the country has increased 
savings, some of which may have found invest- 
ment in common stocks. 


Building Public Goodwill 

The belief that the more stockholders a 
corporation has the more friends it will have 
no doubt is true, although it is hard to prove. 
Do all holders of Chrysler stock ride in 
Chrysler cars, and all holders of General 
Motors stock ride in General Motors cars? 
Manufacturers of consumer goods make a 
practice of enclosing advertising material with 
dividend checks. Some of them give space in 
their annual reports to describing the merits 
of their products. Certainly stockholders are 
recognized as potential customers, and doubt- 
less many of them are loyal to their com- 
panies’ products. | 


Forestalling the Passing of Control 

Corporation managing groups may feel a 
greater sense of security for their positions 
and their policies if the stock is not concen- 
trated in the hands of a few stockholders. 
Nevertheless, any dissident group seeking to 
unseat incumbent management will not be 
deterred by a long stockholder list from solic- 
iting proxies. Should an outside group desire 
to acquire enough stock to insure control, a 
rise of a few points in the price of a stock 
may bring more shares on the market from 
the portfolios of small investors than would 
be the case if the stock were held in larger 
blocks by fewer individuals. If it is true that 
small investors are more eager to take profits 
than large stockholders, it may be logical to 
assume that control can be acquired more 
cheaply when the stock is widely scattered 
than when it is concentrated. 


Allaying Criticism 
Critics of corporate enterprise find fault 


with the prices of products, claiming prices 
are too high; and with wages, believing them 
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to be too low. Large profits are taken as an 
indication that prices are unreasonably high 
or that workers are being beaten down by 
unreasonably low wages. Generous dividends 


are taken as proof that profits are excessive. 


When stated as a rate per share, the rate may 
be confused with interest rates in the minds 
of the uninformed, which the man on the 
street has come to regard as fair if somewhere 
between 4 and 6 per cent. To a person reason- 
ing in this manner a dividend of $3 a share 
may seem all right, whereas a dividend of $9 
a share gives the impression that a corporation 
is earning too much profit. It should be noted 
that professional critics of business are well 
enough informed to know what lies behind a 
dividend rate, but the average citizen is not 
impressed unless the facts cited look to him 
to be out of line. It may be possible to fore- 
stall adverse criticism by keeping the dividend 
rate low. For example, United States Steel 
Corporation paid a dividend of $3 a share 
in 1940. In 1955 the company also paid a $3 
dividend. It might appear that the rate had 
not been changed, although a three-for-one 
stock split in 1949 made the 1955 dividend 


equivalent to $9 on the number of shares out- 


standing in 1940. 


Odd Lot Transactions 


A minimum transaction that can be exe- 
cuted on a major stock exchange is 100 shares. 
Transactions not in multiples of 100 shares 
must be handled by an odd-lot dealer, who 
assembles odd lots into 100 share blocks and 
adds a differential to the price of % to % 
point. The extra charge probably does not 
deter anyone from buying an odd lot, but 
still a person with, say, $2,000 to invest no 
doubt would ‘eel that his business is more 
important if he places an order for 100 
shares at 20 rather than an order for 20 
shares at 100. 

Others are embarrassed to order less than 
10 shares. Therefore, a man with small savings 
is discouraged from buying stocks priced so 
high that his available funds will not cover 
at least 10 shares. 
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Privileged Subscriptions 

Whatever the attitude of the public may 
be toward lower priced stocks when making 
initial purchases, the same thing may be said 
of the same stockholders when offered ad- 
ditional shares as privileged subscriptions. 
Stockholders who have been satisfied with 
their investment in a given company are will- 
ing, as a rule, to add to their holdings when 
offered shares at a price a few points below 
the prevailing market price. The successful 
bid for stockholders’ support made by General 
Motors Corporation in the spring of 1955 
proves the latter point. The company offered 
one share for twenty to stockholders at $75 
a share. The number of shares taken by stock- 
holders up to the expiration of the right March 
7, 1955, was 4,314,256 shares, or about 9814 
per cent of the offering of 4,380,683. 

The General Motors sale to stockholders 
was an unqualified success, even though the 
price of $75 was not a “low” price. Indeed, 
not many months after the sale, the corpora- 
tion asked stockholders to authorize a trebling 
of the capital stock so that a three-for-one 
split could be made. The split shares were 
distributed November 7, 1955. It is interesting 
to speculate what might have been the result 
of the four million share sale to stockholders 
if it had been made after the split rather than 
before. Assume that the stock had been offered 
at $25 a share instead of $75. Twelve million 
shares instead of four million would have been 
offered to raise the desired $300,000,000 of 
new capital. The offering still would have 
been one share for twenty. Suppose a very 
small stockholder had held seven shares before 
the split. After the split he would have had 
twenty-one shares. He then would have been 
able to take up one new share and would have 
had a warrant for one right which he could 
have sold. Before the split the seven share 
holder weuld have been obliged to buy 
thirteen rights to match with his seven in 
order to buy one new share at $75. For the 
thirteen rights he would have had to pay the 
market price, which would take much of the 
“privilege” out of the purchase. The theory 
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seems to be borne out that privileged sub- 
scriptions can be handled to the satisfaction 
of the small stockholder better if the price of 
the stock is low. 


Increasing the Investment Value 
of a Corporation 


The fact that shares of a company sell for 
more proportionately after a stock split than 
before seems to be reasonably well established. 
Therefore the public appraisal of a well man- 
aged company whose shares are priced below 
$50 because of the multiplicity of shares 
should be higher than it would be if the shares 
were priced, say, above $200. This higher 
market valuation no doubt would be welcomed 
by the taxing authorities. It would mean a 
higher valuation for estate taxes, inheritance 
taxes, and intangible property taxes. In cases 
where such taxes are assessed, a “split” price 


for stock would work to the disadvantage of | 


share owners. Offsetting the tax disadvantage, 
however, is the additional profit that can be 
made from the enhanced value after stocks 
are split. 


Promise of Increased Dividends 


One explanation for the rise in stock price 
after a stock split is the actuality or the 
probability of an increase in dividend rate. 
During the past year more companies in- 
creased the dividend after splitting the shares 
than those that did not. There is no way of 
knowing whether the dividends would have 
been increased anyway if there had been no 
stock split. It is a fact that profits of many 
companies in 1955 reached an all time high, 
and that the amount distributed to stock- 
holders exceeded dividends of other years. Part 
of the increase in the price of split shares may 
be ascribed to the increased demand for lower 
priced shares and part to the increased divi- 
dends. 


Conclusion 


Of all the contentions the most consistent 
claim for stock splits is the advantage to cor- 
porations of keeping common stocks within 


the reach of small investors. Low priced 
shares, it is believed, broaden the distribution 
in the hands of the public. Some facts have 
been presented that bear out this contention. 
And yet one company that far outdistances all 
others in number of stockholders is definitely 
in the high price class. The company is Ameri- 
can Telephone and Telegraph Company. In 
the past ten years the number of stockholders 
has more than doubled. The price range in 
the decade was low $138, high $200. There 
has been no stock split and no change in the 
dividend rate of $9 a share. The income yield 
has ranged from 4% to 6% per cent. The 
ten year growth in stockholders is given in 
Table IV. 


TABLE IV 
AMERICAN TELEPHONE & TELEGRAPH CO. 
STOCKHOLDERS 
No. of! 
Year Stockholders Price Range? 
High Low 
1945 683,897 $196 $157 
1946 695,660 200 159 
1947 723,374 174 149 
1948 765,800 158 147 
1949 940,000 150 138 
1950 985,583 161 146 
1951 1,092,000 161 150 
1952 1,220,509 161 150 
1953 1,265,461 161 152 
1954 1,307,215 178 156 


1 Company annual reports. 
2 Moody’s Manual of Public Utilities. 

In a decade when the prices of many stocks 
have risen to record highs, the price of Ameri- 
can Telegraph and Telephone Company stock 
has moved within limits that have changed 
but little. It is unlikely that the stock has 
been bought for enhancement in price or in 
the hope of an increase in dividend. Pur- 
chasers apparently favor the stock as a sound 
investment. The following statement appears 
in the 1954 annual report: “The average hold- 
ings of individuals has increased from 24 to 
30 shares. More than 60 per cent of the 
400,000 owners who have been with us all 
through these years have increased their in- 
vestment during the period. More than half of 
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the group of 1,300,000 have added to their 
shares since their first purchase.” 

The conservative management of the com- 
pany, the indispensability of its service, the 


stability of its earnings, and the fact that the’ 


company has the goodwill of most of its 
patrons; all these things put the American 
Telephone and Telegraph Company in a spe- 
cial class. The behavior of the stock may 
not be representative of an average security. 
Nevertheless, the interest that investors with 
relatively small sums to invest take in the 


stock suggests that low price is not an essen- 
tial factor. 

Each of the ten reasons for splitting stock 
can be supported by explanations—which in 
some cases are not very impressive. The whole 
discussion might be summarized as Arthur S. 
Dewing summarized it twenty years ago. 
“From 1926 to 1929 stock splits became very 
frequent, and undoubtedly many corporations 
split their stock merely because it was ‘in 
the fashion.’ ’”* 


1 Arthur S. Dewing, The Financial Policy of Corpora- 
tions, 3rd ed. p. 35. 


GREAT LAKES-ST. LAWRENCE SEAWAY PROJECT 


In response to the growing and tremendous demand for information on the Great 
Lakes-St. Lawrence Waterway project the current issue of BUSINESS INFORMATION 
SOURCES, the official bulletin of the Business Information Bureau of the Cleveland 
Public Library, is devoted to that subject. It consists of 94 references to articles in 
newspapers, special reports—such as the Buckley Report, magazine articles, Government 
publications, house organs (Federal Reserve Bank of Cleveland, Canadian Bank of 
Commerce and others) as well as other items. 

These references are listed under the following headings: Cleveland and the Seaway; 
Political Background of the Seaway; Commerce on the Great Lakes: Past and Present; 
Construction Plans and Revenue Estimates; Power and Navigation Aspects; Market and 
Industrial Potentials. 

Copies are available for a mailing and handling charge of 25 cents from the 
Business Information Bureau, Cleveland Public Library, 325 Superior Avenue, Cleve- 
land 14, Ohio. 
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BANK DEBITS—THE MOST ALL INCLUSIVE MEASURE OF BUSINESS ACTIVITY—Check. 
book spending in the Lower Peninsula surpassed the high monthly levels of previous years for 
the months of October and November. 
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UPPER PENINSULAR BANK DEBITS—After mild declines in September and October, Upper 
Peninsular debits started upward in November. 
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POWER CONSUMPTION-Industrial yore consumption during November shattered the pre- 
vious all-time peak set in August of 1955. 
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MICHIGAN EMPLOYMENT-—November employment set a new high for 1955 in response to 
increased activity in the automotive industry. 
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Reflections on the deficiency of collective bargaining 
as practiced in recent years. 


The Spiritual Gap in 
American Labor Relations 


N addressing myself to the topic “Filling the 

Spiritual Gap in American Labor Relations” 
I would like to begin by considering three rele- 
vant historical episodes. 

The first group of historical facts I wish to 
identify has to do with the early decades of 
the industrialization of the United States of 
America, during which period the leaders of 
business and industry were completely in the 
driver’s seat and calling the turns. In this 
period there were flagrant abuses of power 
by the leaders of industry and business. As 
a reminder of the abuses during this period I 
call your attention to an excerpt from a 
report in the New York Times of January 29, 
1950. Note that this is not an account of the 
early decades of industrialization in the 
United States but is an account recorded in 
late January just five years ago, at which 
time there was one of the periodical national 
coal strikes in this country. The New York 
Times sent one of its special correspondents 
to the coal fields to study and observe condi- 
tions there. He reported as follows: “the out- 
look of these men is as black as the coal they 
dig. Their minds are dominated by memories 
of the days when the companies owned every- 


About the author— 

Dr. Spates is Professor of Personnel Administration, 
Yale University and formerly Vice-President of Per- 
sonnel Administration, General Foods Corporation. 
This address was presented before the Industrial Rela- 
tions Conference of this School, January 1955. 
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thing in the mine areas, including the miners, 
and exercised their ownership with brutal dis- 
regard for human values.” There in a few 
words is a characterization of business and 
industrial leadership in that early and very 
important period. 

The next set of historical circumstances 
that I want to present concerns the longest 
and deepest depression which this country 
has ever known. One of the characteristics 
of that longest and deepest depression in our 
history was that industrial leaders and busi- 
ness leaders were thrown into the far corners 
of the doghouse and a new set of leaders 
emerged through encouragement of our federal 
government, namely the leaders of organized 
labor. These labor leaders replaced in a big 
way the industrial leaders of the earlier 
decade. I think we have to acknowledge that 
in those earlier decades a great deal of harm 
had been done. I, for example, am still carry- 
ing the scars of some of my early industrial 
employment experiences. And as a means of 
remedying some of that damage, the leaders 
of our federal administration chose from the 
several alternatives available to them, the one 
whereby our industrial leadership community 
was put in the doghouse and the leaders of 
organized labor were placed in the ascendency. 

At that particular time there were many 
people in the United States who felt justified 
in being very hopeful because of this turn of 
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events. They reasoned that the leaders of 
organized labor were essentially humanitarian, 
that these labor leaders were essentially for 
the underdog in our work environment. As a 
consequence a great deal of fine objective 
leadership was expected from them. I think 
the historical record justifies the observation 
that these leaders, too, abused their power. 
Many of us experienced deep and bitter disil- 
lusionment with these new leaders, just as we 
had been disillusioned with the leaders who 
dominated our lives during the decade of in- 
dustrialization. The new set of leaders too, I 
feel, have been abusing their power and advo- 
cating fallacious economic doctrines. 

My interpretation of these two sets of his- 
torical circumstances is that after recovering 
from the depression and looking back at those 
two sets of historical circumstances, we may 
conclude that our basic problem had to do 
with the quality of our leadership, not neces- 
sarily its source. It made no difference wheth- 
er that leadership came from business and 
industry, whether it came from organized la- 
bor, from educational institutions or from our 
government. Our basic problem was improv- 
ing the quality of our leadership so that the 
leaders would use their power and influence 
for the common good. That is my first inter- 
pretation. 


Collaboration Between the Parties— 
Not Bargaining 

Now I come to a third set of historical 
circumstances which have to do with the last 
ten or twelve years. These last ten to twelve 
years have been characterized in the United 
States by a period which I prefer to call one 
of “collaboration” rather than one of “collec- 
tive bargaining.” The period has been one of 
collaboration between the leaders of organized 
labor and the leaders of business and industry 
under compulsory collective bargaining. Why 
do I choose the word collaboration which 
means working together? Because I hold the 
leaders of business and industry just as re- 
sponsible for the kind of bargaining we have 
been experiencing as I do the leaders of 
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organized labor. This has been a joint re- 
sponsibility. By way of illustration, it is not 
uncommon for executives in the railroad 
industry to bemoan featherbedding in that 
industry as though they were not just as re- 
sponsible as the leaders of the railroad broth- 
erhoods for the existence of featherbedding. 
They are both parties to their existing con- 
tract. In like manner and so frequently nowa- 
days the leaders of organized industry are 
inclined to complain about conditions which 
they tacitly approved when they were a party 
to contracts which established these very con- 
ditions. 

Now what has been happening in these ten 
years as a result of joint collaboration be- 
tween these two sets of leaders? They have 
been specializing for a decade in building up 
a whole set of material gains for organized 
labor which have eventuated in higher real 
wages than we have ever had before in the 
United States. On top of this traditional way 
of compensating workers we now have rest 
periods with pay and many paid holidays. 
These started with zero and we now have 
examples of eleven paid holidays for produc- 
tion workers. This compares with the cus- 
tomary ten paid holidays enjoyed by the 
white collar group. In addition we now have 
vacations with pay and a whole gamut of 
fringe benefits to an almost fantastic degree. 
Do not misunderstand me—I am not deplor- 
ing these material employee gains as such. 
I repeat that we have been repairing a great 
deal of damage done in the past. But in the 
presence of these phenomenal material gains 
which have added up to more pay for less 
work and more pay for not working at all, I 
am prompted to ask a series of very pertinent 
questions. 

As a consequence of these phenomenal ma- 
terial gains, almost undreamed of twenty 
years ago, have we seen a wave of exultation 
throughout the United States? Have we seen 
throughout the United States a great surge of 
enthusiasm for experiences in the employment 
environment? Have we seen a proportionately 
greater dedication to higher standards of ser- 
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vice and craftsmanship? Have we seen pro- 
portionately greater gains in industrial har- 
mony (making note parenthetically of five 
thousand strikes in 1953)? Have we seen over 
the United States a proportionately greater 
peace of mind? 

I have been putting that series of questions 
to audiences large and small over the United 
States in the last three years and I have yet 
to hear affirmative answers. Here then is an- 
other illustration of the failure to realize ex- 
pectations, another illustration of frustration 
and disillusionment. First and foremost I be- 
lieve we are justified in the conclusion that 
today we are face-to-face with the tragic fail- 
ure of our industrial and labor leaders to meet 
the really paramount challenge of our time— 
to enable people to get spiritual as well as 
material satisfactions out of their work ex- 


perience. 


Material Gains Did Not Stimulate 
Labor Peace 


Let me document this conclusion with some 
more historical facts about which I feel sure 
we will not disagree. The combinations of 
circumstances which follow and which I will 
document just simply do not make sense. As 
the first example, I remind you that in July 
of 1952, we had a national steel strike at what 
may be at least a temporary peak in the at- 
tainment of more pay for less work and more 
pay for not working at all. Just one more steel 
strike in the United States is in itself no 
novelty. We had a national steel strike in 
1949 and we had one in 1946 and others still 
further back in history. But when the leaders 
of the steel workers in the United States 
attained this peak in material gains, they 
instigated not just one more steel strike, but 
the longest and costliest steel strike in the 
history of this country. 

In November 1953 the photo-engravers in 
New York City saw fit to strike against the 
newspapers in that city and, as one editorial 
writer said at the time, they achieved some- 
thing which the powerful government of this 
nation would never have dared to do. They 


24 


infringed upon freedom of the press by making 
it possible through the cooperation of their 
fellow craftsmen to prevent the publication of 
newspapers in the largest city of this country, 
Now relate this action to the following facts, 
When the photo-engravers and their fellow 
craftsmen saw fit to call that strike in Novem- 
ber of 1953, they were receiving from $3.31 
to $3.48 per hour. Quite a bit of pay. They 
had already achieved a thirty-six and a quar- 
ter-hour week, a shorter work-week being one 
of the goals of organized labor. In addition 
they had all the fringe benefits in the book. 
Significantly each one of these crafts had 
written into their contract a clause for the 
arbitration of all issues. Not just arbitration 
of interpretation of the contract, mind you, 
but arbitration of all issues which might arise 
during the life of the contract. It seems in- 
credible that under these circumstances of 
high pay, shorter hours and fringe benefits, 
these Unions saw fit to pull this strike, which 
broke thirty-five years of industrial harmony 
in the newspaper publishing business in New 
York City. It seems inconceivable that a thir- 
ty-five year record of industrial peace would 
be broken despite the phenomenal material 
gains which had been achieved. 

During the period from July, 1953, to Aug- 
ust, 1954, we witnessed the spectacle in one 
automobile company of three strikes in a 
period of thirteen months, these strikes aver- 
aging forty-five days each. The company felt 
obliged to take those strikes in order to prove 
to the leaders of organized labor that the 
“loafers paradise” in that company was at an 
end. These workers too, were getting the high 
real wages, the fringe benefits and the material 
gains achieved through collective bargaining. 

Next we come to July, 1954, and the strike 
against the Goodyear Tire & Rubber Com- 
pany. There had been strikes in the rubber 
industry before, there had been strikes against 
Goodyear, but the outstanding characteristic 
of the strike in July, 1954, was that it was the 
first nation-wide strike in Goodyear history. 
Occasionally I have asked a few acquaintances 
in organized labor, if they would be willing to 
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tell me what leaders of organized labor they 
believed to be objectively and humanly moti- 
vated. Up to now I have gotten the same 
answer from each of them. They have all pre- 
sented in answer the name of L. S. Buck- 
master, head of the United Rubber Workers 
of America—CIO. So here we have in July, 
1954, the combination of a man credited by 
his colleagues in organized labor as being 
relatively idealistic, directing a nation-wide 
strike at Goodyear. At the time he was quoted 
as saying that his justification for that strike 
was that “the rubber-workers’ wages had not 
kept pace with the levels of the CIO auto- 
mobile and steel workers’ unions.” That seems 
to me to be an incongruous motive for pulling 
a uniquely bad strike in any industry or in any 
business. 

Next we come to October, 1954, when we 
find that the local union of bookbinders in 
New York City struck for the first time in 
forty-two years of collective bargaining. Other 
evidences of labor unrest in the face of great 
material gains could be added to this list if 
time would permit. But let these suffice. 

What conclusions can we draw from this 
unique combination of circumstances? Well, 
number one, it just doesn’t make sense. And 
number two, at a pinnacle of the attainment 
of phenomenal material gains by labor we are 
witnessing a whole series of uniquely unfavor- 
able situations in labor-management relations, 
not just ordinary ones, not just run of the 
mine, but a uniquely unfavorable whole series 
of them. It seems to me that this unique com- 
bination of circumstances calls for some very 
profound soul-searching, particularly on the 
part of those people identified with the special- 
ized function of personnel administration. 

My own soul-searching has brought me to 
the conclusion that this combination of cir- 
cumstances doesn’t make sense because the 
bill of goods that the organized labor leaders 
and leaders of industry have specialized in 
negotiating for American’ workers does not 
appeal to the human spirit. Yet the very es- 
sence of good personnel administration, the 
very essence of good labor-management rela- 
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tions has to do with the spirit and the con- 
science of human beings. These, if you will, 
are qualitative factors. But the record shows 
that leaders of organized labor and business 
have been trying to solve qualitative problems 
with quantitative methods. I challenge them 
to find one instance in history where this 
strategy has worked. Historians tell us that 
they do not know of one instance in recorded 
history where qualitative problems have been 
solved by quantitative methods. Yet that is 
the procedure and strategy these great leaders 
of organized labor and industry have utilized 
exclusively in these past ten years. This spe- 
cialization in negotiating for material gains 
to the almost complete neglect of the spiritual 
needs of people can lead only to disaster. 


How Can Spiritual Gap in 
Labor Relations Be Filled? 


It is my considered opinion that to avoid 
disaster we must meet the paramount chal- 
lenge of our time—filling the spiritual gap in 
American labor relations. How can we meet 
this challenge? How can we provide workers 
with the spiritual as well as material satisfac- 
tions they should be getting from their work 
experience? Here are four general answers. 
First, the leaders of business and industry 
must put the American code of personnel 
administration into daily practice and main- 
tain its principles courageously in every situ- 
ation. Second, the leaders of business and 
industry must specialize in the problems of 
people as individuals, recognizing their needs 
and understanding their attitudes particularly. 
Third, these leaders must increase their effec- 
tiveness in communication. My fourth answer 
may appear to be a surprising one, but it 
represents my considered and profound belief. 
This fourth answer is that the leaders of busi- 
ness and industry should concentrate on pro- 
viding the things that labor leaders do not 
demand! 

There is ample evidence these days to indi- 
cate that the needs and desires of workers, 
even those who are members of unions, are 
different from the needs, desires and objectives 
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of labor leaders. Up to now the leaders of 
business and industry have gone along with 
the material demands of organized labor lead- 
ers, but in terms of the enduring spiritual 
values of life, we seem to be getting no place 
at all and fast. I believe sincerely that you 
might provide guaranteed annual wages and 
even pay these in advance, and still be no 
better off than we are today in terms of pro- 
viding the really satisfying things of life for 
which the hearts of the workers are crying 
aloud. 

As an interlude at this point I would like 
to consider with you what I believe to be the 
two major goals of personnel administration. 
This may reveal to you to some extent why I 
am unable to accept the term “industrial 
relations” as connoting, defining or describing 
the things I am considering in this presenta- 
tion. The first of these two major goals of 
personnel administration is—the establish- 
ment and maintenance of mutually satisfying 
interpersonal relationships among the mem- 
bers of each organizational group. The second 
major goal of personnel administration is to 
help and encourage the growth of the indi- 
vidual personality of everybody on the pay- 
roll. These are both tremendously important 
goals. I hope to convince you before I finish 
that we don’t even dare settle for less. 

Now how do we achieve these goals, these 
two tremendously important objectives? And 
how do we achieve them by means that have 
been proven effective again and again in satis- 
fying these important spiritual needs? First, 
by leaders of industry and business, as indi- 
vidual decision-making executives of their re- 
spective companies, deciding to administer the 
affairs of their business by the process of con- 
sultation and explanation. On that proposition 
alone you begin to hear the heart tingle with 
spiritual satisfaction, with a sense of amount- 
ing to something as an individual. Here is con- 
firmation of one’s desire and one’s right to be 
respected as an individual human being. Here 
you take me as an individual into the process 
of managing by occasionally asking me for 
my opinion and my judgment. As a minimum, 
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you give me a full and truthful explanation of 
the things that I feel as a member on your 
payroll I have a right to have explained to me, 


Seven Principles Which Develop 
Good Personnel Administration 


Further, our business administrators should 
adopt the following long-established principles 
of organization 

1. The purpose of the organization and 
each part thereof should be clearly de- 
fined and explained. 

2. The span of control of everyone who 
directs the work of others should be 
kept within practical limits. 

3. Every position in the organization should 
be prescribed in writing. 

4. Formal authority and _ responsibility 
should be coterminous and coequal. 

5. A clear and well understood line of 
authority should run from the top to 
the bottom of every organization. 

6. The responsibility of higher authority 
for the acts of its subordinates is ab- 
solute. 

7. Each unit of the organization and the 
supervisor thereof should be confined to 
the performance of a single leading 
function. 

When as individual executives, the heads 
of our companies and industries have decided 
to administer by consultation and explana- 
tion, and have decided to provide an organiza- 
tion that is consistent with these seven well- 
established principles, then they should com- 
mit themselves in writing to live by those de- 
cisions. For many, many years I have been 
advocating in the United States that business 
leaders commit themselves in writing to these 
basic principles of personnel administration. 
By this I mean publishing the company’s 
personnel administration policy and making 
it available to every employee. Apart from 
anything I’ve said up to now, if you want to 
know why “labor-management relations” are 
in a mess in so many places one very potent 
answer is that so few leaders of business and 
industry have seen fit to commit themselves in 
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writing to everybody on their payroll that 
they will uphold these basic and fundamental 
principles of organization and administration. 

As a further means of attaining the goals 
of good personnel administration I suggest 
that you take an inventory of the people you 
call members of management. You take that 
inventory in an effort to determine how many 
of your management people are capable in 
terms of their individual temperament to car- 
ry out your top management committments 
regarding organization and administration. 

Still further you must keep everybody in- 
formed, not only on what management thinks 
they ought to be informed about, but also 
about the things that they want to be in- 
formed about. By all means it is essential 
that, at least once a year, you let everybody 
on the payroll know how he is doing, particu- 
larly with respect to his relationships with 
other individuals. 

Now we come to one of my basic proposi- 
tions—if a company is unionized should it 
communicate with the union through the em- 
ployees, or should it communicate with the 
employees through the union? I do not know 
of any restriction on management with respect 
to the making of that choice. And so on my 
list of the things to be done if we are going 
to fill the gap of spiritual needs of employees 
is to communicate with the union through the 
employees rather than the reverse. This should 
be established as a basic proposition of top 
management policy. Everybody on your pay- 
roll, organized and unorganized, has the com- 
mon bond of company associations. There 
should be no distinctions, no cleavages, no dis- 
crimination when it comes to the process of 
communication. Because some employees have 
chosen to use collective action, you should not 
communicate to them through people who 
actually have no responsibility for the admin- 
istration of the business, and whose function 
is extraneous to the normal channels of com- 
munication and chain of command. When the 
communication goes to everyone on the pay- 
roll alike it can be shown that amazingly satis- 
factory results are obtained in the process. 
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As the concluding recommendation on my 
list of means to achieve the goals of good 
personnel administration, I urge that you train 
everyone on the payroll who directs the work 
of others, no matter how few or many, in the 
skills of problem-solving conference leadership. 
Now why? Recall the two major objectives of 
good personnel administration stated earlier— 
to establish and maintain mutually satisfying 
working relationships, and to help in the de- 
velopment of individual personality. So far as 
I have been able to discover after intense 
inquiry among business training specialists 
and academicians, there is no more effective 
single method of attaining those two objectives 
than skillfully led problem-solving conferences 
which follow the established organization 
structure. 

On many occasions in the past when I have 
presented the foregoing recommendations, peo- 
ple have asked me afterwards, “Spates, aren’t 
you just talking about the application of com- 
mon sense to these problems of inter-personal 
relationships?” I have answered that it would 
be wonderful indeed if it were that simple. 
However, what I have been talking about in 
the field of personnel administration is actual- 
ly the most uncommon sense known to man. 
You may be able to make profits with common 
sense but it requires uncommon sense to at- 
tain high standards of personnel administra- 
tion. It seems to me that proof of this state- 
ment is evident in current events. Most com- 
panies in the United States are making profits, 
but relatively few are practicing high stan- 
dards of personnel administration. 


Personnel Administration Is An Art 


I proclaim to you that as a result of long 
experience, I have concluded that personnel 
administration is the finest of all the arts and 
one of the most honorable of the sciences. I 
wonder how many who have been devoting 
their lives to specializing in personnel admin- 
istration realize that they have been engaged 
in practicing the finest of all arts and one of 
the most honorable of the sciences. When I 
stated earlier that one of the items on my list 
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for satisfying deep spiritual needs of em- 
ployees was adherence to the seven principles 
of organization, I was talking not about the 
art of personnel administration, but about 
its science. If you violate those principles you 
are sure to have trouble. I am as confident of 
' the result as is any scientist who puts his ele- 
ments in a test tube and predicts in advance 
what the end result will be. 

In the past few years I have been intensely 

interested in studying the histories of com- 
panies in the United States who have gotten 
into trouble bordering upon financial disaster 
to which these material gains have contrib- 
uted. I have been studying what they do when 
they are on the precipice of disaster. One after 
another, they then begin to adopt belatedly 
the specifications of the American code of per- 
sonnel administration. Not until the hour of 
crisis do they finally apply uncommon sense to 
their problem. So let it not be said that what 
we have been considering here is “common” 
sense. 
The announcement of this meeting stated 
among other things, that I would deal with the 
question—has employment become a punish- 
ment to be endured for the purpose of enjoy- 
ing the benefits. By nature I am an optimist, 
so it is with the deepest regret that I answer 
that question by saying—yes, I think that for 
millions of workers in the United States, that 
is exactly what their employment experience 
has become. I go one step further. I am very 
fearful that for the past ten years in the 
United States we have been unconsciously go- 
ing through a process of brainwashing not un- 
like the brainwashing accomplished under the 
Nazi dictatorship and now being accomplished 
under Communist dictatorship. This is a 
frightening observation. Think about it if you 
will. There are some fine things about the 
American way of life and American ideals 
that seem to have been profoundly changing 
while we have been specializing in and pyra- 
miding these material gains. 

I repeat what I said in February 1949 be- 
fore the American Management Association 
and in June of the same year before the Nine- 


teenth Annual Conference of the Harvard 
Business School Association: “For half a gen- 
eration now, leaders of government and lead- 
ers of organized labor have been appealing to 
the weaknesses in man—fear, greed, laziness 
and self pity. I want the leaders of business 
to base their platform on an appeal to the 
strengths in man—courage, enterprise, in- 
dustriousness, and self-respect.” 

In the meantime, what used to be the dis- 
tinctive American ideals of freedom, oppor- 
tunity, hard work, individual responsibility 
and sacredness of the individual human per- 
sonality have been further diluted by the 
spread of compulsory unionism and continued 
failure to satisfy the spiritual needs of people 
at the places where they work. 

However, it would be unfair to you and 
unfair to myself if I closed on such a dismal 
note. Fortunately I do see some hopeful signs. 
My first hopeful sign which is a negative one 
is this: now at long last in the United States 
of America, on the grand scale we have tried 
everything except the specifications for satis- 
fying the spiritual needs of working people, 
and our failure is more clearly revealed than 
it has ever been before in the history of our 
country. My second hopeful sign, also nega- 
tive, is that International Communism and 
Russian Imperialism are breathing down our 
necks with no indication that the breathing 
will be relaxed in my time and yours. They 
are compelling us to constantly re-evaluate 
our resources among which we are going to 
find that the spiritual is by far the most im- 
portant. 


Hopeful Signs of Meeting the 
Spiritual Needs 


The first of the positive hopeful signs is 
that the year 1950 will go down in history 
as the beginning of a period when we admitted 
for the first time how little we really know 
about individual human beings. Admission 
of ignorance is a very wholesome beginning. 
We have been entirely too cocky and satisfied 
about what we thought we knew. Now for the 
first time we are recognizing and admitting 
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how much we have to learn about individual 
human beings. My next hopeful sign is that 
now the sociologists, psychologists, psychia- 
trists and other social scientists, and the prac- 
ticing personnel specialists are all talking the 
same language. 

And then I feel justified in reporting as 
another hopeful sign the responses and the 
attitudes of the more than five-hundred young 
men in their 20’s with whom it has been my 
privilege to be associated on the campus at 
Yale University for the past four and a half 
years. 

My sixth and concluding hopeful sign is 
that management is going to school. If you 
were to ask me what is the one most significant 
development in the United States in this whole 
field of management, personnel administra- 
tion, labor-management relations, or whatever 
title you care to use, my answer would be— 
the extent to which large numbers of man- 
agement people are improving their skills in 
management. It was my great privilege in the 
fall of 1954 to serve as a member of the 
faculty of the Bell System Executive Confer- 


ence. Forty Bell System executives from all 
over the United States were spending four 
weeks together in executive development con- 
ferences at a hotel in Asbury Park. The aver- 
age length of service of these forty men was 
25 years. Here after 25 years of service they 
were getting their first formalized manage- 
ment training under the leadership of their 
own companies. This is a fine, but only one, 
of many illustrations of my concluding hope- 
ful sign. 

Earlier in this discussion I used the word 
“must.” I rarely use it, but it was deliberate 
then. I now put it together with my conclu- 
sion. If the leaders of American business and 
industry really mean what they say at their 
service club luncheons, at their association 
conferences and their chamber of commerce 
meetings; if they are genuinely sincere in their 
expressed belief in free enterprise; if they 
really want to retain what is left of the Amer- 
ican dream of freedom of opportunity; then 
they must see to it that the workers of the 
United States get spiritual as well as material 
satisfaction from their daily work experiences. 


HALF OF OUR HOMES ARE OVER 30 YEARS OLD — 


With the tremendous number of building starts, one is inclined to wonder if the 
builders aren’t overdoing it. But when you ponder the fact that approximately half 
of our dwelling units are nearly a third of a century old, and with the population 
increasing at the rate of 233,000 per month, maybe we aren’t building anywhere near 
enough homes. Two thirds of our homes are more than 20 years old. As of 1950 there 
were nearly 3 million non-farm homes in a dilapidated condition, and another 7 million 


were without private bath or toilet. 
—Detroit Free Press, 8 columns, December, 1954. 


LOTS OF CAPITAL PER WORKER IN U.S.A. 


The average capital invested per worker as of 1952 for the major kinds of business 
ranged from $52,000 for electric and gas utilities to $8,000 for trade, according to a 
source quoted in a new report of the Twentieth Century Fund. Railroads averaged 
$24,000 and manufacturing as a whole had an average of $14,000. 
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A program for getting additional 


competent people into the Ph.D. program. 


Needed: More Teachers of Business 


“If our hope of an advancing Ameri- 
can economy involves reducing costs, 
increasing individual productivity, 
and devising better ways of doing 
things, we must consider that we 
have a major interest in helping 
American education and educators 
in their work.” 


HESE words, uttered by Frank W. Abrams, 

Chairman of the Board of Standard Oil 
Company (New Jersey), carry a deep and 
profound significance beyond the obvious im- 
plications of the statement. 

The financial plight of higher education is 
a problem which has received considerable 
recognition in recent years. American univer- 
sities and colleges have put up a formidable 
collective clamour in their appeals to alum- 
ni, corporations, foundations, individuals—in- 
deed, to almost any person or group who will 
listen—for financial assistance. 

The din has reached a particular crescendo 
in the ears of business and industrial execu- 
tives across whose desks flow a daily stream of 
fund-raising appeals. The usual pitch is one 
for “unrestricted” grants for operating pur- 
poses—to take up the slack caused by inflated 
budgets and deflated endowment income. 


The Need for Advanced Training 


With this brief introduction, we shall be 
concerned with only one element of this uni- 
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the Development Council of the University. 
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versal problem; namely, the existing shortage 
of qualified teachers in the field of business 
administration. 

The problem is not one which belongs to 
the personnel officer of the institution. It is 
an academic problem, the solution of which 
lies in provision of financial aid sufficient to 
carry the potential professor through the 
years of advanced graduate study which is a 
necessary requisite for admittance to the pro- 
fession. The Doctor of Philosophy degree is 
not, of course, an arbitrary requirement of 
university teachers in business administration. 
It does represent, however, the academic back- 
ground and knowledge of theory and practice 
without which teaching would be substandard. 

One of the prime objectives of the Univer- 
sity of Michigan School of Business Adminis- 
tration, for example, is to provide business 
and industry with highly trained graduates in 
the various fields of business specialization. 
It is axiomatic that the calibre of these gradu- 
ates will be governed by the calibre of the 
Business School faculty. What, then, must be 
done to insure the maintenance of high stand- 
ards of instruction? 


Competing Opportunities 

Let us begin to answer this question by 
analyzing the opportunities which confront 
today’s brand-new Bachelor of Business Ad- 
ministration graduate, who is the raw material 
of tomorrow’s Professor of Business Admin- 
istration. 

In the first place, the notion of becoming 
a teacher does not even occur to many of the 
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graduates who are best qualified for an aca- 
demic career. These are naturally the very 
people, who by virtue of their favorable report 
cards and personalities, are besieged, begged, 
and cajoled into joining the XYZ corporation 
with $400 to $500 (or more) in each month’s 
pay envelope. 

These bright young men, contrasting this 
rosy prospect with that of sacrificing practi- 
cally all income for two, three, four years 
until the Ph.D. diploma is in hand, find the 
decision something less than difficult to reach. 
Moreover, the typical bachelor’s or master’s 
degree holder is seriously contemplating mat- 
rimony—if not already married or even raising 
a family. In any event, to finance advanced 
graduate study the prospective teacher must 
either himself work at whatever employment 
he can find in off hours or depend upon his 
secretary-wife for subsistence. The latter situ- 
ation, while common during the post-war en- 
rollment boom, is a practice which is fast 
losing popularity. 


Requirements for the Ph.D. Degree 


Some of the sacrifices involved in the 
decision to seek a career in teaching at the 
university level are demonstrated in the re- 
quirements for the Doctor of Philosophy 
degree, which are not generally known out- 
side of academic circles. The Ph.D. degree 
is awarded to the candidate who has demon- 
strated a high degree of mastery in his chosen 
field. Assuming fitness with respect to other 
necessary qualities, the Ph.D. in effect consti- 
tutes the stamp of approval, or the final quali- 
fication, for the profession. 

To say the least, the degree is not an easy 
one to attain. The holder must have com- 
mitted virtually his total efforts over a period 
of several years and must have surmounted 
many hurdles during the course of his prepara- 
tion. As pre-requisites he must have first 
attained the bachelor’s and master’s degrees 
in which he has at least five years time 
invested. 

With transcript in hand, studded liberally 
with A’s and B’s, the Ph.D.-bound student 
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assumes the status of an “applicant” and is 
enrolled in the graduate school or college. 
Accordingly, he sets about attacking a course 
of study which will enable him to deal philo- 
sophically with problems of economic theory 
and with two major areas of business admin- 
istration—to be demonstrated by discriminat- 
ing written examinations of several hours’ 
length. He must also demonstrate the ability 
to read at least one foreign language. As a 
final step before proceeding farther, he must 
pass an oral examination covering all of the 
major areas of business administration. 
Writing the Dissertation 

With success through this stage, he is a 
“candidate” (in academic parlance) for the 
Ph.D. and must now select a problem or topic 
in his area of special interest for extended 
research. His findings are presented in the 
form of a written report, called a “disserta- 
tion,” generally from 200 to 400 pages in 
length. A special committee of senior faculty 
members consults with him as his research 
progresses, and when the dissertation is final- 
ly submitted in acceptable form (usually fol- 
lowing many revisions), the candidate sits 
again for a penetrating oral examination—in 
this case to discuss and defend the methods, 
ideas and findings contained in the volumin- 
ous pages between the covers of his thesis. 

If successful in this final and sometimes 
nerve-wracking test of skill, the candidate at 
last is rewarded with the fruits of his labor— 
the Doctor of Philosophy degree. 


Michigan’s Work on the Problem 

Demonstration of the problem is one thing, 
but the solution is something else. The 
University of Michigan School of Business 
Administration, not unlike most other business 
schools, is looking towards corporations and 
alumni for a portion of the investment which 
is necessary to subsidize prospective teachers. 
Of course, there is no guarantee that the 
young man with his newly acquired doctorate 
will remain in teaching, much less even start 
out as a junior instructor. Fortunately, a 
goodly proportion do remain in teaching in 
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spite of all but overwhelming competition 
from business and industry. 

The Michigan Business School initiated its 
program of attracting Fellowship support 
early in 1955 with the cooperation of the 
University of Michigan Development Council, 
an agency established in 1952 to coordinate 
fund-raising programs. An organized approach 
is being directed not only to corporate sources 
but also to alumni and other interested friends 
of the School. 

The problem of encouraging graduate stu- 
dents bent on a teaching career is not one 
which could be solved with a single large 
grant of thousands of dollars. As jong as this 


country’s economy remains healthy and as 
long as business and industry demands grad. 
uates of high quality, the problem will be a 
continuing one. 

In the relatively few months during which 
the Fellowship program has been in effect, 
alumni and corporation response have been 
generous. Meanwhile, University and School 
officials are pondering the enrollment forecasts 
which indicate that by 1970 there will be 
twice as many students attending classes as 
there were in the fall of 1955! If a teacher 
shortage problem exists today, the real chal- 
lenge rests with the future. 


(Continued from page 12) 

5. In case of doubt about the outcome of a 
vote, a division of the house—that is, a second 
vote by a different method of voting—should 
be called for. 

6. The results of the vote should be an- 
nounced. 

7. The chairman should strive to be fair 
and impartial at all times. If he wishes to take 
sides on a matter, he should relinquish the 
chair to someone else. 

8. The chairman should be confident and 
firm. Decisions should be announced clearly 
and authoritatively. If the chairman makes a 
mistake, he can correct it or his decision can 
be appealed. 

9. The chairman should use good judgment 
with respect to the conflict which sometimes 
arises between the letter and the spirit of the 


The Large Group Meeting: Parliamentary Procedure 


law. A good chairman does not always adhere 
rigidly to the letter of the law; if the tradition 
and custom of the organization have set up 
procedures normally followed, then a good 
chairman should give these traditions and 
customs more weight than any set of rules 
found in a book. 

10. The chairman should try always to 
maintain a good atmosphere for the orderly 
consideration of business. Relevancy of discus- 
sion should be insisted on with only one item 
of main business considered at a time and de- 
bate confined to the pending matter of busi- 
ness. In a friendly, business-like way, the 
chairman should make it clear that a session 
conducted under his leadership is not only 
fair and democratic, but also conducive to the 
careful consideration of matters of business. 
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Recently Published 


bY THE BUREAU OF INDUSTRIAL RELATIONS 


a Addresses on Industrial Relations 
1955 Series 


sented before conferences of business executives in four Michigan industrial 
course of their experience. 


1. FILLING THE SPIRITUAL GAP IN AMERICAN LABOR RELATIONS 
i G. , Professor of Personnel Administration 


2 MEETING THE HUMAN PROBLEMS WHICH ACCOMPANY ORGANIZATION 


Charles V. Dunham, Partner 
Rohrer, Hibler and Replogle, Consulting Prychologists 


3. WAYS TO HELP FOREMEN BE BETTER MANAGERS 


W. E. Milner, Works Manager 
A-C Spark Plug Division, General Motors Corporation 


4. WAYS TO HELP FOREMEN BE BETTER MANAGERS 
H. W. Botruff, Personnel & Labor Relations Director 
Sealed Power Corporation 


; 5. THE FOREMAN AS A CONTRIBUTOR TO METHODS IMPROVEMENT 


United States Stee 


: 6. HARD MONEY POLICY ON PERSONNEL ADMINISTRATION 
National Industrial Conference Board 


7. HOW TO TALK WITH PEOPLE 
William M. Sattler, Associate Professor of Speech 
University of Michigan 


8. DEALING WITH DIFFICULT PERSONALITY PROBLEMS IN AN ORGANIZATION 
Leonard E. Himler, M.D., Chief of Staff 
Mercywood Senitarium, Ann Arbor 


9. THE PAST AND FUTURE OF UNEMPLOYMENT COMPENSATION 


i 
i 


ORDER FROM PUBLICATIONS DISTRIBUTION SERVICE 
UNIVERSITY OF MICHIGAN, ANN ARBOR, MICHIGAN 
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: Murrey W. Latimer, Industrial Relations Consultant 
i Washington, D.C. 
Tho price of this 128-pege book, lithoprinted, peper bound, is $2.75 postpaid. 
Similer collections of Addresses for the 


EXECUTIVE DEVELOPMENT PROGRAM 


designed for men of recognized capacity who now hold positions at or 
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ADVANCED MANAGEMENT TRAINING 
FOR BUSINESS MEN 


School of Business Administration 
University of Michigan 


This Program, first offered and successfully conducted in 1954, is 


just below the general management level. Each participant should have 
had a considerable amount of experience and executive responsibility. 

Previous formal education is not a requirement for admission; 
in determining a man’s suitability for enrollment. 

The basic objective of the Program is to broaden the understanding 
and appreciation of business functions and of economic forces which 
influence types of industries. This Program {s designed to ald the 


participant through: 

operations in fields other than his own specialization; 
Improving his ability to analyze and solve business problems from 
the viewpoint of his Company as a whole; : 
Enlarging his understanding of the important economic and social 
forces which affect the environment in which the modern corporation 
operates; 
Stimulating his continued study of the American economy and of 
business administration. 


The Sealy Progam the flowing cach by 

Accounting Financial Administration 
Business Conditions Human Relations in Management 
Economics Marketing Management 


It is expected that enrollees will be sponsored by their companies. 
For additional information, write to: 
CHARLES N. DAVISON 

Director, Executive Development Program 
of Business Administration 
University of Michigan . Ann Arbor 
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